
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world by JSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.jstor.org/participate-jstor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



388 Reviews of Books [June 

necessary if students who have taken no mathematics beyond that 
required for entrance to college are admitted to the course. In 
short, part I does not treat the mathematical theory of investment, 
but is part of the preparation for reading such a theory. 

In part II, devoted to interest and annuities, are chapters on 
amortization, sinking funds and depreciation, and building and 
loan associations, which give interesting applications that will 
be found useful in teaching. The theory of probability and its 
application to financial problems are treated in part III. This 
includes, in very brief outline, some elementary facts and formulas 
of annuities and life insurance. The usefulness of the book would 
have been increased, I think, if more space had been given to 
insurance; and surely the vast literature and the general char- 
acter of life insurance mathematics would seem to justify this. 

Part IV contains some monetary tables, and the American experi- 
ence table of mortality. These are to be used in exercises and 
problems given to illustrate the theory and to furnish the student 
some practice in carrying theoretical results into numerical effect. 

The reviewer welcomes this book, as he has given for a number 
of years, in the form of lectures, substantially the subject-matter, 
omitting part I and including more of insurance. At least some 
and perhaps many teachers interested in business education feel 
that the student taking a course in commerce should devote some 
time to a study of quantitatively precise business operations, 
somewhat actuarial in character, rather than to give all his time 
to a consideration of the less precise forces involved in our 
commercial life. If such teachers are correct in their view, this 
book will be of assistance in making a step in the right direction. 

H. L. Rietz. 

University of Illinois. 

Die Berilchsichtigung der Werfvermmderungen des stehenden 
Kapitals in den Jahresbilanzen der Erwerbswirtschaften. 
By Emil Faes. Zeitschrift fur die gesamte Staatswissen- 
schaft, Erganzungsheft XL VI. (Tubingen: H. Laupp. 
1913. Pp. 132. 4 M.) 

After general comment on the nature and object of balance 
sheets, the author discusses the principles of valuation at which 
assets should appear, namely, cost, individual or subjective value, 
and selling or break-up value. He adopts the cost of reproduction 
as the proper initial value on the books. The discussion is nar- 
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rowed down to the consideration of "fixed assets"; and various 
definitions of eminent economists — Karl Marx, Ricardo, Adam 
Smith, Quesnay, iBoehm-Bawerk, amongst others — are quoted 
and criticised. The understanding finally reached by the author 
is that "fixed" capital as opposed to circulating is represented 
by such assets as, when used in the course of production, last for 
several fiscal periods without changing their physical qualities. 

The author considers three elements important in determining 
depreciation and the method of its calculation; e.g., time, wear 
and tear, and the effect of unforeseen changes such as new inven- 
tions, change of style, etc. They work together but with different 
acceleration. An ideal method of providing for depreciation 
would, of course, be the one that would result in a balance of the 
account at the end of the year equalling the appraised value of 
the corresponding asset. This being impossible in practice, some 
of the methods in general use are taken up: (1) writing off a 
uniform amount every year or a uniform rate per cent on the 
original value; (2) writing off a uniform amount with the con- 
sideration of compound interest on the amount written off; (3) 
a uniform rate per cent on the annually decreasing balances. 
These three methods are discussed, illustrated by examples and 
diagrams, and their applicability to varying circumstances is 
demonstrated. 

Attention is then given to the methods in vogue for expressing 
depreciation on the books: (1) crediting the asset and having it 
subsequently appear at its reduced value; (2) opening a reserve 
for depreciation account (Bewertungskonto or valuation account) 
and letting the asset appear at its original value. The author's 
preference is for the latter method, although he cautions against 
the confusion frequently arising as to the meaning of reserves 
on the credit side of the balance sheet — whether they represent a 
real reserve of profits or whether they are simply an offset 
against overstated assets on the debit side. He seems not to be 
aware of the practice prevailing in the United States which obvi- 
ates any misunderstanding on that score, viz., the simple expedient 
of directly deducting on the balance sheet the reserved amount 
from the asset to which it refers. 

Although it cannot be said that the author has exhausted his 
subject, his analysis is scholarly so far as it goes; he quotes an 
abundance of authorities and has his opinions confirmed by their 
theories or gives good reason for differing from them. Practical 
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examples and diagrams in the text serve to make his principles 
clear, special use being made of the experience of the Swiss rail- 
roads. The German, Austrian, and Swiss commercial codes are 
frequently cited or referred to. 

Leo Greendlinger. 
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